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The House amended this bill to provide a credit, with the same 
limits applicable to tuition paid to undergraduate institutions. for 
graduate postsecondary expenses. In addition. the bill was amended 
to provide a credit for expenses paid to elementary and secondary 
schools. The maximum credit for elementary and secondary school 
expenses would have been $50 for 1978. $1()() for 1979, and $100 for 
1980. 

The Senate Finance Committee. in August 1978, reported the 
House-passed bill with amendments (the "Tuition Tax Relief Act of 
1978").2 This bill would have provided a nonrefundable credit for 
an amount equal to 50 percent of the educational expenses paid by 
the taxpayer during the taxable year. Beginning August I, 1978. 
the maximum credit for undergraduate college or postsecondary vo
cational school expenses would have been $250. This amount would 
have increased to $500 on October 1, 1980. In addition, the credit 
would have been expanded to cover students in private elementary 
and secondary schools (including vocational secondary schools) and 
half-time undergraduate students, as of October 1, 1981. The maxi
mum credit for elementary and secondary school expenses would 
have been $250. The Senate amended this bill by deleting coverage 
for elementary and secondary school expenses and by providing 
that no credit would be allowed after December 31, 1983. 

On October 3, 1978, the Conference Committee reported a bill 
that would have provided a credit equal to 35 percent of tuition 
paid to institutions of higher education and postsecondary vocation
al schools. 3 The maximum credit allowed under this proposal 
would have been $100 for 1978, $150 for 1979, $250 for 1980, and 
$250 for 1981. The House rejected this proposal, and the Conference 
Committee submitted a second report that, in addition to a credit. 
for higher education expenses, would have allowed a credit for sec
ondary education expeilse8 (a maximum credit of $50 in 1978. $100 
in 1979, $100 in 1980, and $100 in 1981).4 This proposal was reject
ed by the Senate. 

96th Congress 
Although there were several bills providing for tuition tax cred

its introduced in the 96th Congress, no legislative action was taken 
on them. 

97th Congress 
In the 97th Congress, the Senate Committee on Finance reported 

a bill similar to S. 528 (see, S. Rep. No. 97-576, 97th Cong., 2d. Sess. 
(1982». That bill (H.R. 1635) differed from S. 528 in that it would 
have provided no credit for tuition paid to a school having an ad
missions policy that discriminated against handicapped children, or 
attendance at which did not satisfy State compulsory attendance 
laws. In addition, no credit would have been allowed for taxpayers 
with adjusted gross income of $50,000 or more (rather than $60,000 
or more). 

• s. Rep. No. 95-1066, 95th Cong., 2d Sees. (1978). 
• H.R. Rep. No. 95-1682, 95th Cong .. 2d Sea. (1978). A similar provision waa contained in the 

Sena.te version of the Revenue Act of 1978, but willi deleted in conference. (See, H.R. Rep. No. 
95-1800, 95th Cong .• 2d Sees. (1978).) 

• H.R. Rep. No. 95-1790, 95th Cong., 2d Sees. (1 978). 



IV. DESCRIPTION OF THE BILL 

A. General Provisions 

Congressional finding. 
The bill contains a policy statement that sets forth propositions 

that are based upon a Congressional finding that it is the policy of 
the United States to foster educational 'opportunity, diversity. and 
choice for- all Americans. This policy statement concludes that the 
primary purpose of the bill would be to enhance equality of educa
tional opportunity, diversity, and choice for Americans. 

Credit for tuition expenses 
Under the bill, an individual would be allowed to claim a nonre

fundable tax credit for 50 percent of certain tuition expenses paid 
during the taxable year to one or more eligible private educational 
institutions. Credits would be allowed only with respect to tuition 
paid for certain dependents who are under age 20 at the close of 
the taxable year in which the expenses are paid and with respect 
to whom the individual is permitted to claim dependency exemp
tions. Provided that over half of his or her support is received from 
the taxpayer, the payment of tuition expenses for (1) a son or 
daughter or a descendant of either, (2) a stepson or stepdaughter, 
(3) a brother, sister, stepbrother, or stepsister, (4) a son or daughter 
of a brother or sister, or (5) an individual (other than the taxpay
er's spouse) who has as his or her principal place of abode the 
home of the taxpayer and who is a member of the taxpayer's 
household, would qualify for the credit. Except for the taxpayer's 
children, these individuals would be required to have less than 
$1,000 of gross income for the calendar year in order to be claimed 
as dependents. 

Eligible educational institutions and qualified tuition expenses 
The credit would be available only with respect to tuition paid to 

certain educational institutions. An educational institution would 
be required to meet the following requirements in order for tuition 
paid to it to be a creditable expense: 

(1) It must provide a full-time program of elementary or second
ary education; 

(2) It must be a privately operated, not-for-profit, day or residen
tial school; and 

(3) It must be exempt from taxation under Code section 501(a) as 
an organization described in section 501(c)(3).1 (This includes 

, 'I'h.ne an OrganiwtiolUl that are orp.niz.ed and operated excluaiVi'ly for reJ~ charitable, 
edueational, or other enumeraled. pur~ no part of the net earninp of whlc:h inu ... to the 
benefit of any private shareholder or mdividual and which meet ~rta,n other specified reqlli ...... 
menta. 

no! 
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church-operated schools that currently are exempt from the re
quirement that applications for recognition of tax-exempt status be 
flied with the Internal Revenue Service.) 

While the bill would not require 8 private school to have by-laws. 
advertisements, admission application forms. or other such publica
tions. if an institution does have any such publications they would 
be required to include 8 statement that the institution does not dis
criminate against applicants or students on the basis of race. The 
form or manner for making this statement is to be prescribed by 
Treasury Regulations. 

Tuition expenses eligible for the credit would be tuition and fees ____ . 
paid for the full-time enrollment or attendance of a student at an 
educational institution, including required fees for courses. Howev-
er, amounts paid for (1) books. supplies, and equipment for courses 
of instruction; (2) meals, lodging, transportation, or personal living 
expenses; (3) education below the first.-grade level, such as attend~ 
ance at a kindergarten, nursery school, or similar institution; and 
(4) education beyond the twelfth-grade level would not be eligible 
for the credit. 

LimitatwlI$ on credit amount 
The credit would be subject both to a maximum dollar amount 

and a limitation based upon the amount of a taxpayer's adjusted 
gross income. Both the maximum dollar amount of the credit and 
the maximum income limitation would be phased in over a three
year period. 

The maximum credit allowable to a taxpayer with respect to tu~ 
ition expenses paid on behalf of each dependent would be: 

(1) $100 in the case of tuition expenses paid or incurred after 
July 31, 1983, in taxable years beginning in 1983; 

(2) $200 in the case of tuition expenses paid or incurred in 
taxable years beginning in 1984; and 

(3) $300 in the case of tuition expenses paid or incurred in 
taxable years beginning in 1985 or later. 

A special rule would provide that any tuition tax credits available 
to any taxpayer could not be taken into account in determining the 
estimated tax of a taxpayer for any taxable year beginning before 
January 1, 1984, or in determining the number of withholding ex~ 
emptions to which any taxpayer would be entitled with respect to 
remuneration paid before January I, 1984. 

The maximum credit amount would be reduced by a specified 
percentage of the amount by which a taxpayer's adjusted gross 
income for the taxable year exceeds $40,000 ($20,000 in the case of 
a married individual filing a separate return). The phase-out rate 
would be .5 percent for taxable years beginning in 1983; 1.0 percent 
for taxable years beginning in 1984, and 1.5 percent for taxable 
years beginning in 1985 and thereafter. These percentage phase-out 
rates would be doubled for married individuals filing separate re
turns. Thus, for taxable years beginning in 1985, a taxpayer with 
adjusted gross income of $60,000 or more ($30,000 in the case of a 
married individual filing a separate return) would receive no tax 
credit. 
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Special rules 
Under the bill, otherwise eligible tuition expenses would be re

duced by certain amounts paid to the taxpayer or his dependents. 
These amounts are: (1) amounts received from tax-free scholarships 
or fellowship grants; (2) certain Veterans' benefits; and (3) other 
tax-exempt educational fmancial assistance (except for excluded 
gifts, bequests, devises, or inheritances). If the scholarship is paid 
directly to the school and the school sends a bill for tuition to the 
taxpayer that is net of the scholarship, the taxpayer would not be 
deemed to have been paid the scholarship; the scholarship would 
be excluded from the computation of tuition expense. 

B. Anti·discrimination Provisions 

Overview 
No tax credit would be permitted for tuition payments to schools 

that follow racially discriminatory policies. The bill would derme 
the term "race" to include color or national origin. 

Under the bill, an educational institution would be treated as fol
lowing a racially discriminatory policy if it refused, on account of 
race: (1) to admit applicants as students; (2) to admit students to 
the rights, privileges, programs, and activities generally made 
available to students by the educational institution; or (3) to allow 
students to participate in its scholarship, loan, athletic, or other 
programs. 

A racially discriminatory policy would not inelude failure to 
pursue or achieve any racial quota, proportion, or representation in 
the student body. 

Required publication of TUmdiscriminatorll policg and report to 
Treasurll Department 

Eligible schools would be required to include a statement of non
discriminatory policy in all published by·laws, application forms, 
advertising, or other such published documents. 

The bilI would also require a school to file annually with the 
Treasury Department a statement 'declaring that it had not fol· 
lowed a racially discriminatory policy and indicating whether a 
judgment declaring that the school had followed a racialy discrimi
natory policy was in effect. The statement would have to indicate 

,whether the school had complied with the requirement that it in
'.elude a statement of nondiscriminatory policy in its published by
~laW8, application forms, advertising, etc, Additionally, a copy of the 
nondiscrimination statement would generally have to be furnished 
to each person paying tuition to the school. A copy of the state
ment would have to be attached to the t.a::X return of each person 
chUrning a credit for tuition paid to the school. 

En!orcenrent proceeding. 
Ynder the bill, the Attorney General would be responsible for de

termining whether a school followed a racially discriminatory 
poUcy.2 The Attorney General would be authorized and directed to 

"The bill , .. printed, contains _ t~ error OP Ne 6, line 7. The correct te'll of the 
bill, .. iotroduoed on Februar:r 17, 1m, _PJ-n on ~ SIS36 ol the eona-r-ional Record for 
th.t <b.y, 
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seek a declaratory )u~ent against a school after receiving a wri~ 
ten allegation of discnmination med by a complainant against the 
school and fmding ~ood cause. This wntten allegation would be re
quired. to allege with specificity that (1) the school had committed a 
racially discriminatory act against a student applicant or student 
within one year preceding the date on which the allegation was 
made. or (2) that the school had made a communication within one 
rear preceding the date on which the all~ation was made, express-
tng that the school follows a racially discnminatory policy. 

The Attorney General would be required. upon receipt of a writ
ten allegation, promptly to notify the school. in writing, of the. ex· 
istence of the allegation. Before commencing a declaratory judg· 
ment proceeding, the Attorney General also would be required to 
give the school a fair opportunity to comment on the allegations 
made ~aiIl8t it by the complainant and to show that the racially 
discrimmatory policy alleged in the written allegation either did 
not exist or had been abandoned. 

If the Attorney General decided not to seek a declaratory judg
ment against the school. he would be required to make available to 
the complainant the information on which he based his decision. 
including any relevant information submitted by the school. He 
would not be required or authorized. however. to make available 
any information the disclosure of which would violate any Federal 
or State law protecting personal privacy or confidentiality. 

Instead of seeking a declaratory judgment, the Attorney General 
could. in his discretion. enter into a settlement agreement with a 
school against which an allegation of discrimination had been 
made. However. before doing so, the Attorney General would be ~ 
quired to find that the school had been acting in good faith and 
had abandoned its racially discriminatory policy. A copy of any set,.. 
tlement agreement would be required to be furnished to the com
plainant whose allegations resulted in the Attorney General's in
vestigation. If the school violated the settlement agreement, then 
no subsequent all~ation would need to be fLIed before the Attorney 
General could initiate a declaratory judgment proceeding or com
mence a proceeding to enforce the terms of the settlement. 

Attorney.' fee. 
The bill would authorize the district court to award costs and 

reasonable attorneys' fees to a school prevailing in a declaratory 
judgment proceeding brought by the Attorney General. 

D;'continuaMe of racially d;'cr;mllUllory polk" 
The bill provides that a school against which a declaratory judg

ment had been rendered could, at any time after one year from the 
date of the judgment, fLle with the district court a motion to modify 
the judgment to include a declaration that the school no longer fol
lowed a racially discriminatory policy. The motion by the school 
would be granted, and tuition paid to the school that is otherwise 
qualified would again become eligible for tax credits. unless the At
torney General established that the declarati.on by the school was 
false, or that the school had, within the preceding year, (1) commit
ted a racially discriminatory act against a student or applicant, (2) 
communicated that it followed a discriminatory policy, or (3) en-
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gaged in a pattern of conduct to implement such a racially discrim
inatory policy. 

Period of disallowance of tax credits 
No credits would be allowed for amounts paid to a school during 

the period in which a declaratory judgment against the school was 
in efl.'ect. Generally, a declaratory judgment would be effective be
ginning with the calendar year in which it was entered by the dis
trict court, whether or not it was appealed. The period of disallow
ance would end only if a motion to reinstate credits was granted by 
the district court. In that event. credits would again be allowed be
ginning with the year the motion was granted by the district court, 
whether or not that motion was appealed. 

Annual report by Attorney General 
The bill would require the Attorney General to make an annual 

report to the Congress on his activities regarding enforcement of 
the anti-discrimination provisions. 

Credit not to be considered as Federal assistance 
The bill provides that tuition tax credits would not constitute 

Federal financial assistance to educational institutions or the recip
ients thereof. 

C. Effective Date 

The bill generally would be effective for tuition payments made 
after July 31, 1983. However, no credits would be allowable until 
either a rmal decision of the Supreme Court of the United States or 
an Act of Congress prohibits the granting of a tax exemption under 
Code section 501(a) by reason of section 501(cX3) to private educa
tional institutions maintaining a racially discriminatory policy or 
practice as to students. 

D. Revenue Effect 

It is estimated that the bill would reduce budget receipts by $245 
million in fiscal year 1984, $526 million in fiscal year 1985, $753 
million in fi scal year 1986, $779 million in fi scal year 1987, and $763 
million in fi scal year 1988. 
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